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QUESTION 1        [5] Marks 
Each correct answer in this section will be awarded 1 mark, and there is only 
one correct answer.  
1.1 Which of the following are the common types of security? 
a) (i), (ii), (iii)    b) (i), (iii)     c) (i) and (iv)           d) all of them 
 
(i) cessions 
(ii) guarantees and suretyships 
(iii) mortgage and notarial bond 
(iv) pledges or liens 
 
1.2 The bank has a duty to honour its customers cheque subject to the following: 
a) (i), (ii), (iii)  b) (ii) and (v)  c) (i), (ii) and (iv), d) (i) and (ii) 
 
(i) The cheque must be correctly drawn 
(ii) The availability of sufficient funds 
(iii) The cheque must always be signed by more than two people 
(iv) The customer has not countermanded 
 
1.3 State which of the following businesses can sue and be sued 
 
a) (i), (ii), (iv)  b) (i) and (iii)  c) (ii), (iii), (iv) d) all of them 
 
(i) Company 
(ii) Partnership  
(iii) Close corporation 
(iv) Informal bodies 
 
1.4  Which of the following is not true? The general power of attorney allows the agent 
to: 
a) Open a bank account  
b) Draw cheques 
c) Change the mandate 
d) Enter into agreements 
 
 
1.5 Which of the following is not a basic principle of lending? 
a) Safety 
b) Profitability  
c) Settlement 
d) Liquidity 
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QUESTION 2        [27] Marks 
2.1 State which terms fits the following definitions              (10)
     
a) A valuable, either deposited at the bank or retained by the customer over which 
the bank can take control or possession against possible default by the 
customer.  
b) The transfer of a right to any asset to a third person. 
c) No transaction other than interest and charges have been passed through the 
account for a reasonable period of time. 
d) Empowers agents to sign for others by virtue of authority granted by the 
principal. 
e) Small business, separate entity from its owner and can have only up to 10 
natural persons as its members. 
2.2. Define the following concepts:                (10) 
 a) Stale cheque 
 b) Bailment 
 c) Extraordinary partnership 
 d) Liquidate 
 e) Minor 
2.3 Discuss the requirements which the power of attorney should comply with. (5) 
2.3 Define obsolete mandate.         (2)  
  
QUESTION 3        [24] Marks 
3.1 The banks takes security from their customers to minimise the risk of loss in case 
the customer is unable to repay a loan. What are the basic principles of securities?  
                   (6) 
3.2 Explain the three phases of credit granting cycle.      (6) 
3.3 Safety is one of the principles of lending, therefore it is crucial that the approving 
officer ensures that the loan will be repaid in full according to the terms of its approval. 
Discuss the six ‘Cs’ of credit that should be adhered to in order to measure safety. (12) 
 
QUESTION 4        [25] Marks 
 4.2 It is the legal right of a bank to set-off or combine accounts. What are the rules of 
set-off?                       (5) 
4.2 a) What is the aim of the code of banking practices?     (2) 
      b) List any five fundamental principles of the code of banking practices.  (5) 
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4.3 Mr Sithole is the manager at the soccer club he wants to open an account for the 
club. Explain to him what business will it be classified under and all the necessary 
document the bank will request.         (5) 
4.4 In terms of the current legislation, what operations can a married women do at the 
bank without their husband’s consent?        (4) 
4.5 State under which circumstances is minority terminated?               (4) 
 
QUESTION 5        [19] Marks 
5.1 In the case where the bank account becomes inactive, the bank will contact the 
customer to determine the reason. In a case where the customer cannot be traced, 
what happens to the balance in their account? Explain in terms of both credit and debit 
balances.            (4) 
5.2 Discuss the circumstances under which a banker’s authority to make a payment 
from its customers’ account can be terminated.       (5) 
5.3 Outline the reasons for non-payment of cheques.               (10) 
 
 
 
